APPENDIX B.

Extracts from a note on Foreign Capital             \

by
Mr. S. C Majumdar, Bombay.

The attraction of foreign capital assumes not only an
economic rule, but also a political role of great importance.
The origin of such foreign capital investments may be found
in the development of Colonial system of Government
which was pushed with energy in the beginning of early
nineteenth century by countries like England, France, etc.
This, therefore, was the history of entry of foreign capital
in India. The Britishers were anxious to develop planta-
tions, ports, railways and agricultural industries for the
raw materials for their industries and hence they began
to invest large sums of money on their account in various
public bodies and commercial investments. The use of
external capital may be divided into (a) Government bor-
rowings, (b) Local Bodies' borrowings, ((c) Commercial
Capital including specific borrowings of Railways, etc. He
observes that ordinarily speaking, such foreign capital
would not be objectionable as most of the countries before
the war resorted to foreign borrowings where capital was
cheaper for the quicker development of their industries.
Even very important countries like U.SA., Japan, used to
borrow large sums till before the last war for industrial
development in these countries. Countries like China,
South America, Mexico, and all the countries in Africa.
India and most of the new Eastern and Far Eastern States
have been developed wth foreign capital and still doing
so. British Dominions of very huge dimensions like
Canada, Australia, New Zealand, are no exception to this
rule.

Such foreign borrowings by most of the countries
created vested interests and led to political and commer-
cial pressure of the third degree on such countries by the
lending countries. It is said that today China is ruled by
British, Amrican, and Japanese capitalists, and today's fight
between China and Japan is really a fight between Japan
and other Western powers of vested interests, who con-
trol the economic life of the country through Mgfa foreign
investments. The case of U.S.A. and Japan and such other
Sovereign States as well a& self-governing Dominions with
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